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CURRENT STATISTICS 

THAT his fellow Americans would choose to retain for Lyndon Johnson 
his White House inheritance was never in serious doubt. The outcome 

could be foreseen months before the Republican nomination was settled, even 
as the shock of Dallas began to wear off. If the history of American Presiden
tial elections has made anything clear, it is that, given a record of reasonable 
success, it is extremely difficult to wrest the office from the party in power— 
witness Kennedy's narrow victory in 1960-and practically impossible to 
wrest it from an incumbent-witness Dewey's defeat in 1948 and Stevenson's 
in 1956. In retrospect, one wonders if perhaps this spectre of impending defeat 
oppressed the Republican Party as it prepared to choose its nominee. How
ever, there were various other factors that fragmented leadership in the 
Republican camp—maverick tendencies, recalcitrant ambition, even a degree 
of apathy and an irrational fear of liberalism. In Barry Goldwater's brand of 
conservatism, the Republicans believed that they had found the most clear-
cut alternative to the Democrats' "mixture as before". But whether the alter
native was acceptable to the American people was another question. Hence it 
was that Johnson's aim not merely to win but to win by an overwhelming 
majority, to prove to his country and to the world that the spark of extrem
ism that undoubtedly exists in the U S has been contained, if not quenched. 

In the weeks between nomination and polling day, Goldwater found it 
increasingly difficult to elaborate the "choice not echo" theme and to spell 
out the precise nature of the alternative he was offering while yet reconciling 
it with the manifold requirements of leadership in the modern world. He 
had, perforce, to resort to well-worn themes like "true American values" and 
broad generalities such as greater decentralisation and depend heavily on the 
morality issue. Johnson's own job in the contest was hence relatively easy; 
he had, in the main, merely to let Goldwater have his say. So the campaign 
progressed, flat, tiresome and starkly provincial, in strange contrast to the 
style, the depth and the drama of 1960. And as the campaign progressed, 
political analysis and pollsters came up with various projections of the elec
tion results which all agreed in predicting a resounding victory for Johnson. 
Conceivably, these predictions might themselves have influenced the final 
actions. The phenomenon of 'elasticity of expectations' is no doubt operative 
in politics also and an indeterminate, and indeterminable, number of persons 
probably voted for Johnson principally because of the conviction that he was 
the winning candidate. 

But Johnson's victory is far too spectacular to be explained by these 
factors alone. Winning by the largest majority ever, bettering the 1936 record 
of the great FDR, is in itself impressive. Even more so is the fact that the 
preference for Johnson cut through almost all the usual voter groupings. He 
carried such established Republican strongholds as Vermont—gone Democra
tic for the first time—and the states of the mid-west—where Nixon led and 
Eisenhower swept through. New York, the most populous State of the Union, 
was carried by a margin of 2.4 million bettering Eisenhower's 1956 record 
margin of 1.6 million. Johnson apparently got the suburban vote, which 
generally favours Republicans, the city vote, the farm vote, the labour vote 
and the industry vote. In fact, the only cleavage that he failed to transcend 
was geographic, losing five States in the deep South, which would seem to 
indicate that the only issue that this election has left open is the one to 
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which neither candidate was anxious 
to emphasise during the campaign— 
that of civil rights. 

Ironically, Johnson is a Southerner 
and the South is traditionally Demo
cratic. In fact, Georgia, which was a 
surprise win for Goldwater, gave Ken
nedy in 1960 a higher proportion of its 
votes than any other State except Rhode 
Island, in Kennedy's native New Eng
land. Since then, of course, a great deal 
has happened to embitter the South. 
Goldwatcr's vote against the civil rights 
bill in the Senate, though sought to be 
counterbalanced in the Republican 
platform by the solemn pledge of "full 
implementations and faithful execution" 
of the Act, doubtless won for him the 
Southern white vote. But equally did 
it lose for him the Negro vote and the 
liberal vote. 

For the Democrats now the sparkling 
record of success in the Presidential 
race has to be viewed together with the 
tally in the Congressional and local 
contests. This is a somewhat sobering 
exercise. Although they have been able 
to increase their majority by about 40 
in the House of Representatives, their 
success in the Senate, which is of far 

HE cost of export finance has been 
engaging the serious attention of 

Governments of developed as well as 
developing countries. In Japan export 
finance costs 2 to 3.75 per cent less 
than domestic finance. In U K the cost 
of medium-term export credit has been 
pegged to 5.50 per cent per annum. In 
India, too, the subject has attracted 
much attention; in the past three years 
two committees had studied the problem 
and now a third study group, under the 
chairmanship of S P Chablani, Manag
ing Director of the Export Credit and 
Guarantee Corporation, has submitted 
its report, recommending a number of 
far-reaching measures to reduce the 
cost of export finance. 

Of the total 'on demand' bills for ex
ports negotiated by banks, sterling bills 
account for about one-half, rupee bills 
for about one-third and dollar bills for 
one-sixth. Of the negotiated usance 
bills, sterling bills account for about 
three-fifths and dollar and rupee bills 
for about one-fifth each. As exchange 
rates for usance bills in foreign cur
rencies are worked out on the basis of 
the interest rate prevailing in the im
porting countries, the cost of export 
finance in India generally works out 
higher than the domestic advance rates. 
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greater significance, is less pronounced. 
Of the 35 Senate seats contested, Demo
crats were defending 26 and Republi
cans 9—and the final tally changes the 
position by shifting only one seat to the 
Democratic side. In the gubernatorial 
contests in 25 States it is honours even 
and the net position is unchanged. 
While firm pronouncements must await 
further analysis, it seems that while 
there has been considerable ticket-split
ting, there has also been rather less 
"coat-tail riding" than anticipated. 

To sum up, the election verdict ap
pears, therefore, not so much a victory 
for the Democrats as a victory for 
Johnson. And spectacular statistical 
evidence notwithstanding, it appears 
also not so much a victory for Johnson 
or his programme as a personal defeat 
for Goldwater and the attitudes and 
policies he stands for. Goldwater has 
proved to be the least inspiring candi
date ever put up by the Republicans; 
the American people have judged him 
and his ideology to be not only out
moded but even positively dangerous. 
It is this implication of America's choice 
of President which will be most eager
ly and hopefully grasped by the world. 

Keeping these rates linked to the do
mestic rates of the importing countries 
has affected our exports, even though 
interest forms a comparatively small 
percentage of the total cost of exports. 

The Chablani Committee has recom
mended, therefore, that this link should 
be broken through the institution of a 
ceiling of 6 per cent on the rate on 
export finance. In the London discount 
market, usance sterling bills carrying 
endorsement of Indian banks can be 
discounted as fine trade bills whereas 
bills carrying endorsement of foreign 
banks can be discounted as prime bank 
bills. As the discount rate for fine trade 
bills is higher than that for prime bank 
bills, foreign banks enjoy a considerable 
exchange benefit with the rupee/sterling 
exchange as fixed by the Foreign Ex
change Dealers' Association of India as 
it is based on the London discount rate 
for fine trade bills. 

After the Second World War resort 
has often been had to manipulation of 
the Bank Rate as part of policy for 
curing balance of payment deficits. The 
consequent rise in the cost of export 
finance has worked against India's ex
ports. The impact of export incentives 
has often been eroded by rise in the 
cost of export finance. The ceiling of 6 

per cent recommended by the Study 
Group wil l partially delink the cost of 
export finance from discount rates pre
vailing abroad and to that extent im
prove the competitive position of Indian 
exports. 

The Study Group has also considered 
a situation where the domestic rate may 
be higher than the discount rate abroad, 
as in the U S A. In such a situation if 
interest is determined according to the 
lower rate ruling abroad, Indian ex
porters get the benefit of these rates. 
The Study Group has suggested, there
fore, that banks should be allowed to 
discount export bills abroad and pass 
on the consequent benefit to exporters, 
rather than obtain refinance at a higher 
rate in India. In an appendix to the 
Study Group's report, two examples are 
given of the working out of the rates 
for purchasing 90-days dollar usance 
bills. In the case of Bank A the interest 
for the usance period is shown at 4 
per cent, the discount rate in the USA, 
whereas in the case of Bank B it is 
calculated at 61 per cent on the basis of 
the domestic rate in India. Foreign 
banks who can obtain discount facility 
in the U S can quote the rate prevail
ing there and thus give the benefit of 
the lower rate to the exporter by quot
ing higher rupee proceeds (Rs 470.75 
for $100). Indian banks, on the other 
hand, have to carry the dollar bills in 
their books ti l l the maturity dates. 
Hence they must quote the interest rate 
ruling in India and consequently their 
quotation of the rupee proceeds of such 
bills (Rs 466.86) is less than that of 
the foreign banks. 

In September 1956 dollar and other 
currency rates were freed to enable 
banks to quote rates independently. The 
Study Group seems to be surprised that 
even after 8 years of such freedom, 
competition has not reduced the dis
parity among the banks in the quota
tions for usance bills in foreign cur
rencies. However, it should have been 
obvious to the Group that as long as 
the two groups of banks based their 
quotations on two different interest: 
rates, one on the rate prevailing abroad 
and the other on the domestic rate, 
differences in their quotations would 
persist. The Foreign Exchange Dealers 
Association of India cannot quote one 
rate for usance dollar bills as long as 
banks are allowed the option of either 
obtaining refinance in India or discount
ing such bills abroad. If the Study 
Group intends banks to be given the 
freedom to resort to either of the two 
sources for reimbursement, their re
commendation that the FEDAI should 
quote one rate for usance dollar bills 
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